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KEY ECONOMIC INDICATORS 
(In million of U.S. dollars) 


GOVERNMENT BUDGET 1984 


Total revenue 1444 


Oil and gas revenue 980 
Non-oil revenue 286 
Grants 148 
Loans 45 


Total expenditures 1444 


Current expenditure 909 
Capital expenditure $35 


Rate of inflation - 
Rate of real GDP growth ~ 


BAHRAIN'S FOREIGN TRADE 1981 1983 


Total exports 4329 3108 
Oil exports 3866 2576 
Non-oil exports 463 532 


Total imports 4110 3249 


Oil imports 2478 1420 
Non-0il imports 1632 1829 


Trade surplus or deficit 219 -141 


Non-oil trade turnover with major non-Gulf trade partners in 1983 


Exports Imports 


Japan 151 259 
Australia = 98 
United Kingdom 2 201 
United States ~ 130 


The Ministry of Finance and National Economy estimates that 


Bahrain's Gross Domestic Product reached five billion dollars 
in 1983. 





The Economic Setting 


Bahrain is a small island state located in the Arabian 
Gulf about fifteen miles from Dhahran, Saudi Arabia. It is 
ruled by an Amir, Shaikh Isa bin Salman Al-Khalifa, whose 
family has ruled Bahrain for about two hundred years. Bahrain 
has close political and economic ties with Saudi Arabia and 
with other Arab States in the region. 


Oil was discovered in Bahrain more than fifty years ago, 
and oil and gas still dominate Bahrain's economy, accounting 
for about sixty-eight percent of government revenue and about 
twenty-five percent of GDP. However, Bahrain's oil reserves 
are not expected to last more than another ten to fifteen 
years. Production is currently at about 39,000 barrels per day 
and declining steadily. Bahrain has enough gas to last about 
fifty years at present rates of consumption. 


During the last decade the government has worked to 
diversify Bahrain's economy. Bahrain now has important 
aluminum, ship repair and gas liquefaction installations in 
addition to the BAPCO oil refinery, which has been the island's 
principal economic asset for almost fifty years. Bahrain will 
soon add a petrochemical complex and an iron ore pelletizing 
plant, as well as a major regional university. The most 
successful diversification has been the establishment of a 
major international financial sector, including about eighty 
offshore banking units and a total of more than 170 financial 
institutions. 


Growth and Prices 


Domestic inflation fell from 6% in 1982 to 3% in 1983 
according to the Ministry of Finance. The rate of GDP growth 
was 4.4% in 1983 and GDP totalled 5 billion dollars. Figures 
for 1984 are not yet available, but both the rate of growth and 


the inflation rate are likely to have declined slightly during 
1984, 


The country will face some serious economic challenges in 
the years ahead. In spite of its diversification, the 
country's economic fortunes still depend heavily on the oil 
Markets. Economic and commercial prospects here during the 


next few years will depend on the course of oil prices during 
that period. 





The Government Budget 


Bahrain suffered a budget deficit in 1983 and again in 
1984 for the first time in several years because of lower than 
expected oil revenues. The short fall was made up through 
small bond issues. Capital spending which was about $690 
million in 1983 was reduced to about $532 million in 1984. 


This decline was partly offset by continued increase in the 
current budget. 


Government budgets are developed for two-year periods. 
The next budget will be for the 1985-86 period, and will be 
published late in 1985. It is expected to reflect the need to 
reduce expenditures in order to bring government spending into 
line with projected oil revenues. 


The four-year plan which was to have run from 1981-1985 
has been extended to 1987. During the extension period, old 
projects will be completed and some maintenance will be 
undertaken, but large new projects may be deferred until 1988. 


Oil and Gas 


In 1985 oil and gas revenues are projected to include §403 
million from domestic oil operations and $554 million from the 
Abu Safaa oil field. However, these projections were made in 


1983 and they could represent an overestimate if oil prices 
remain at early 1985 levels, or decline further. 


The BAPCO refinery, with a capacity of about 240,000 
barrels per day, is still the most important economic asset on 
Bahrain. The Government of Bahrain owns sixty percent of the 
refinery and CALTEX owns the remaining forty percent. CALTEX 
recently renewed its contract for management services at the 
refinery. During 1984 the refinery operated at an average of 
about eighty percent of capacity. The supply of crude from 
Bahrain's own field is supplemented with crude purchased from 
Saudi Arabia at the official OPEC price. Given the present 
prices for crude oil and for refined products the refinery is 
losing money on each barrel of Saudi oil it processes. The 
refinery management has been working to improve its efficiency 
by reducing the expatriate workforce and taking other cost 
cutting measures. The refinery has also been able to improve 
its economic performance by processing some crude oil from the 
Bombay High field during certain seasons of the year. 





Bahrain's gas liquefaction plant has been very profitable. 
This plant makes use of associated gas which is piped directly 
from Bahrain's oil field to the liquefaction plant where it is 
converted into butane, propane and naphtha. In addition to 
the associated gas, Bahrain also has ample supplies of 
deep-strata Khuff gas which is used to power many of Bahrain's 
industries including its aluminum industry. 


The Italian firm SNAMPROGETTI is constructing the Gulf 
Petrochemical Industries Complex which is expected to begin 
producing methanol and ammonia in late 1985. The plant will 
produce one thousand tons of each daily. GPIC is a joint 
venture shared equally between Petrochemical Industries of 
Kuwait, the Saudi Basic Industries Corporation, and the 
Government of Bahrain. The methanol will be marketed by SABIC 
while the ammonia will be marketed by Kuwait. 


During 1983, Lummus Engineering completed a feasibility 
study for the Heavy Oil Conversion Company. This project would 
have converted heavy fuel oil into lighter products. The 
billion dollar price tag would have made this one of the 
largest projects ever undertaken on Bahrain. Developments in 
the oil market have forced the government to defer the project 
indefinitely. 


Other Industries 


Bahrain's plentiful supplies of gas have permitted the 
establishment of an aluminum industry. Aluminium Bahrain 
(ALBA) operates an aluminum smelter which is owned principally 
by the Government of Bahrain and by the Saudi Public Investment 
Fund. Their combined 78 percent share of the smelter's output 
is sold through BALCO which is also owned by both Governments. 
In 1984 ALBA produced 177,000 tons of aluminum and Balco's 
profits exceeded the 1983 level of $30 million. ALBA's 
Management is proceeding with its plans to automate the 
smelter. Eventually the smelter's capacity is expected to 
increase to 200,000 tons. 


The Bahrain Government also owns Bahrain Aluminium 
Extrusion Company which produces aluminum cladding, doors and 
window frames for supply to the construction industry. BALEXCO 
exports about eighty percent of its local production. 





The Gulf Aluminum Rolling Mill (GARMCO), a joint project 
of six Gulf states, is expected to be completed this year. The 
factory will have a capacity of 40,000 tons per year of 
aluminum sheet, coil and foil stock. GARMCO is being 
constructed by Kobe Steel of Japan. The Governments of Kuwait, 
Qatar, Saudi Arabia, Iraq and Oman are shareholders along with 
Bahrain. 


The Arab Iron and Steel Company's iron ore pelletizing plant 
was completed on schedule at the end of 1984 and is currently 
undergoing trial operation. This plant was also constructed by 


Kobe Steel. It will produce four million tons per year of iron 
pellets for export to markets in the region. 


Gulf Acid Industries expects to begin operating early in 1985. 
Its plant will produce thirty tons of sulphuric acid per day 
using sulphur purchased from BANOCO. The plant expects to sell 
about sixty tons per month to Balexco and about 250 tons per 
month to the Abu Jarjur desalination plant. Machinery and 
technical know-how for the plant were provided by Simon Carves 
of India. 


The Arab Shipbuilding and Repair Yard (ASRY) which is owned by 
the Organization of Arab Petroleum Exporting Countries, is 


still not breaking even on its operating costs. Its business 
has suffered from intense competition from shipyards in the Far 
East. However, ASRY has had some success in its efforts to 
diversify into the regional steel fabrication market. Its 
contracts include an order for steel water tanks for Bahrain. 


The South Korean firm Daelim is now constructing the 
Arabian Gulf University on the west side of Bahrain. 
Construction on this sixty-million dollar project began in 
September, 1984. The university will open in September, 1986 
and is currently projected to have about 5000 students. The 


project is sponsored and financed by the Gulf Cooperation 
Council and Iraq. 


Banking and Finance 


Bahrain's development as a major financial center has been 
the most successful aspect of its diversification effort. 
However, since 1983, the regional economic climate in which 
these institutions must operate has become much more 
difficult. The difficulties are due to a decline in oil 
revenues and to the tightening of Saudi restrictions on the 





operations of offshore banking units (OBU'sS). Despite the 

increased difficulties, OBU assets have continued to hover 

around the $60 billion level and new financial institutions 
have opened here. 


Thirteen U.S. banks and two brokerage houses are among the 
more than 170 financial institutions on the island. At the end 
of 1983, Bahrain's OBU's employed about 2500 people, of whom, 
about 1500 were Bahrainis. The OBU's spent $105 million during 
1983 for salaries and benefits, an increase of about twenty 
percent over 1982, according to the Bahrain Monetary Agency. 


The OBU's have become increasingly concerned about their 
access to Saudi Arabia. The Saudi Arabian government has 
Stated that it intends to foster the development of its own 
banking system. Foreign banks will be welcome to do only those 
things that the Saudi banks cannot yet do for themselves. As 
Saudi banking skills develop, the range of activities available 
to Bahrain's offshore banks will be reduced. Nevertheless, 
there still appears to be sufficient business for those 
financial institutions who are already located here. Several 
of them have stated that they intend to weather the present 
difficult period in the hopes that business will improve when 
oil prices recover and the Iran-Iraq war comes to an end. 


AGRICULTURE 


Noticeable process towards the government's goal of 
enhanced self-sufficiency in food production has been made 
under the four year plan covering the 1982/85 timeframe. Local 
production now provides approximately fifteen percent of fresh 
vegetable sales. 


The dairy sector saw the expansion of three private herds, 
and efforts undertaken to improve the national dairy farm. 
Detail requirements for a national dairy pasteurization plant 
are being drawn up, with tenders for the plant expected in 
early 1985. Work continues on modified greenhouses (utilizing 
drip irrigation) for use by the local small farmers and on 
efforts to improve drainage in low-lying areas. 


An abattoir which opened in mid-1984 supplies the island's 
requirements for freshly slaughtered sheep and cattle. The 
animals processed by this facility are all imported. The sheep 
come principally from Australia. Cattle are brought from 
Australia and East Africa. In late 1984, cattle from France 





were imported following the ban on exports imposed by the 
Government of Kenya. The hides of cattle slaughtered in the 
new facility will be exported to tanneries, most likely in 
Italy. 


The modern poultry slaughter house opened in late 1983 has 
completed its shake-out phase and iS sypplying both fresh, 
chilled and frozen poultry to the local market. The island's 
feed mill, operated by the owners of the poultry slaughter 
house, produced 22,000 mt of feed in 1983. Feed production in 
1984 is estimated to have surpassed that figure by a small 
amount. 


The Bahrain-Saudi Arabia Causeway 


The construction of the causeway linking Bahrain to Saudi 
Arabia is still on schedule and is expected to be completed by 
December, 1985. There is wide speculation here about the 
effects that the causeway will have on life in Bahrain. Some 
people believe that the causeway will raise property values on 
Bahrain and will help to increase demand for the many new 
office buildings currently under construction in Bahrain. It 
is also assumed that Bahrain's merchants will face increased 
competition from Saudi firms and that this will reduce consumer 
prices here which are considered to be the highest in the 
Gulf. It is difficult to judge the precise impact that the 
causeway will make, especially because the two countries have 
not yet announced what limitations, if any, will be imposed on 
those wishing to cross. 


Implications for U.S. Business 


Despite the slowdown in Bahrain's economy it is still 
possible for U.S. firms to find business here. Department of 
Commerce statistics show that U.S. exports to Bahrain were $112 
million during the first nine months of 1984 an increase of 


about ten million dollars over the same period of the preceding 
year. 


Several of the principal merchant families on Bahrain are 
considering the possibility of creating manufacturing 
enterprises to take advantage of the new materials that will be 
produced by GARMCO and GPIC. These potential investors have 
asked the Embassy's assistance in identifying U.S. firms who 
would be interested in working with the local firms to design 
and operate manufacturing plants here. The Bahraini firms are 
well capitalized, but they would consider joint ventures if 
that is desired by the U.S. partners. 





More traditional areas will also provide markets. These 
include the oil and gas industry and computers and 
telecommunications for the financial institutions here. U.S. 
consumer products are also widely available and very popular here. 


Possible Future Projects 


There are three major projects under consideration which may 
provide substantial opportunities for U.S. firms. 


The largest is a proposal to reclaim a shoal area in the Gulf 
of about 200 square kilometers. The Government plans to build a 
new town on the reclaimed land. A second major project under 
consideration is a GCC proposal to construct a major tire factory. 
The GCC is still working on an economic feasibility study for this 
factory. Bahrain is a leading candidate to be the site of the tire 
factory, but no decision has been made yet. Finally, the 
Government of Bahrain is considering proposals from private 
developers for further development of the island's tourist 
facilities. The proposals include resort hotels and recreational 
facilities. While it is not certain that the projects will be 
started, we believe it would be worthwhile for interested U.S. 
firms to begin making contacts here. 








Announcing the 
Mai 6h Export Administration 
Annual Report for FY 1983 


This report answers your questions on export control: 

e How many license applications were processed in FY 19837 

e What commodities controlled under the Export Administration 
Act were exported to the U.S.S.R., Soviet Bloc countries, and 
the People’s Republic of China? 
What were the national security, foreign policy, and short supply 
controls in operation during FY 1983, and how were they 
employed? 
How has export control enforcement been stepped up in the 
past year? 
What have been the achievements of the program to keep U.S. 
companies from complying with foreign boycotts? 


The report also includes: 
e The Export Administration Act of 1979, as amended. 


e The report to Congress extending and expanding foreign 
policy export controls in January-1983. 


Let the Office of Export Administration answer 
your export control questions. Call the Export- Use the order blank below to receive your copy of the Export Ad- 
ers’ Service Staff, (202) 377-4811. ministration Annual Report for FY 1983. The cost is $4.50 a copy. 


ORDER FORM To: Superintendent of Documents. U.S. Government Printing Office, Washington, D.C. 20402 


Credit Card Orders Only 
Enclosed is $ __. O check, ° 


a am 
C money order, o: charge to my Total charges $_______ Fill in the boxes below 
Deposit Account No. Credit 


Mooooo-o cogwo: LLI TI ELIITIELIPLET ITE 

MasterCard ca 
Expiration Date 

Order No.___ MonthYear L111 | 


Please send me copy(ies) of the U.S. Department of Commerce Export Administration 

Annual Report FY 1983 S/N 003-000-00633-6. For Office Use Only 
Quantity Charges 

Name—First, Last Enclosed 


ia Om ee Oe Se Om Oe Ck Me ce ae ee ys oh eS SE To be mailed 
ompany name or additional address line 


Subscriptions 
Postage 
Street address Foreign handling 


MMOB 
ity State ZIP Code oT 
UPNS 


Discount 
Retund 


(or Country) 


PLEASE PRINT OR TYPE 





~ Your Staff in Washins 


Wouldn’t it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what’s hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


L1Yes! 


Name 
Organization 
Address 

City 


DOC/BAI 
8/84 


State 


Country 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


O 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 


BWA MER 


Here’s my check made out to the Super- 
intendent of Documents. 


L] Charge my VISA or MasterCard No. 


LITTITITT TIT tt tit) 


(Signature) 


(Expiration Date) 












































